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02 APR 1968 


MEMORANDUM FOR: Mr. Coffey 


SUBJECT : Retirement Proposals 


1, Attached hereto is Bob Wattles’ comments on the proposed retire- 
ment incentive amendment to the Foreign Service Act. Yesterday I forwarded 
to you the optional-trial retirement program that is in effect for both USDA 
and USIA. While each of these proposals is of interest I do not think that 
these are structured to serve Agency needs at this time. I would suggest 
that you hold these in reserve and not circulate them but be prepared to 
introduce and discuss them if the retirement packet which I sent out yesterday 
is the subject of a meeting called by the Executive Director. On the proposal 
that I sent out the cost figures are very discouraging but this could easily 
be rectified by reducing the percentage of the formula for paying the difference 
between the annuity received and the salary of the employee at the date of 
retirement, 


2. I do not see that our problem in the Agency warrants our serious 
consideration of the incentive amendment to the Foreign Service Act. On 
the other hand, if the proposal for a CIA Reserve is not favorably considered 
then I think the optional-trial retirement of USDA and USIA would have some 
merit. [fm provide you staffing but I suggest that you personally 
follow these proposals very carefully and be prepared to personally speak 
to these at any meeting called by the Executive Director. 


. « Bannerman 
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26 March 1968 


NOTE FOR: Mr. Bannerman 


As mentioned at today's Noon Meeting, here 
is Mr. Wattles' response to your request to give you 
his thoughts on the State Department Incentive Proposal, 


I have merely one thought for consideration: 
The State Department is going for a one shot solution 
based on BALPA, If we do elect to go for such a one 
shot program, would we not be closing the door to 
possible incentives for a long-range continuing program 
to attract retirees over the long haul, The figures 


estimated by Mr. Wattles also make me wonder whether 
this one shot approach is worth the candle, 
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4 March 1968 
Director of Personnel 


SE56 Headquarters 


Bob: 
Per our telecon. Please advise STAT 


your thoughts and reactions to this 
proposal, 


R. erman 
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Deputy Director for Support 
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“for other mre ) . ae 2 : 
. . Be it enacted by. the “Senate and § House of Representatives. oe 
- the United States of America in Congress assenbled, = ue 
“oscthat the following 1 new heading, and section be padded innedtately _ 


wre 


"following section uz of. title cea of the Foreign service eos 


| oe ee 1946, as amended: 


ane ‘RETIREMENT INCENTIVE 


7 NSEC. “1s. fa) Any partictpant who retires wohuneaitly 


So under | ‘section 636 prior to April: a "1969 shall have his " 
 evedieable | service increased by the ‘period of time between 
the « date of his separation ‘from the Service’ ‘and June 30, ‘1970: 


"provided, ‘That his total service credit does not exceed 40. 


“years: and Provided further, That the Projected. service’ edocs 


“not extend peat a date af his mandatory ‘retirement pursuant: an 


to section. 631. ‘or - 632 ¢ or the date he would complete ‘the maximam: 
period during whieh he ‘youl be ‘permitted to remain a the a 
"Service, under regulations preseribed pursuant. to section 633. 


pat 


High-five average salary shall be, computed for such: a 


- parttetpant as ‘te he. ‘performed service at hte inal salary 


rate: ‘during the: ‘pertod. of. 'p jece: 
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an i) “Amounts s equivalent, to retirement deductions. oF! 


eh percent of the final salary rate ‘of each former ae a 


‘who retired and received a benefit under subsection (a) hereof 

2 shalt be: deducted ‘from. the annuity of each such’ former cee geen e 

: ‘participant. ‘Such deductions shall be made éroti annuities ; a ; ” a 
“accruing. to ‘the. former participant ducing the period of the : 


2 prajected service credited under subsection (a). ALL such cea 


"deductions shall be matched by contributions to the. Foreign 
a Service Retirement and Disability Hone from ‘the ‘appropriation 
“used: ‘to Pay. the fonnee, participant! 8 final salary. : ‘Such: aes 4 


ee matching contributions shall be. pad, on the first of each | 


-, month in the same. manner as 5 matching contributions pata in — 


© accordance 1 with section 811. se im ae oe ee ae 
ee ge ee « 1 es ae fot iz Le 
H 


\ ! 
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. Explanation ‘and Justification of a bill. es See 
to provide a retirement incentive to nek hah Oe 
participants. in the Foreign Service © 

_ Retirement and Disability System 


The Foreign Service Retirement and Disability System 7 

eee was designed with the objective of Bpcehenetrne retirement ” 

rade. of more “sentor officers in the Service in order to re 
men to the top’ while still vigorous and receptive to new 

qOeeS With: a Foreign Service officer corps of 1500 men . 


“a provisions . fox selection-out and voluntary retixtment at. 


ae 
ar 
a 


: age 50 resulted ina satisfactory rate of separation oe” 

“the more senior officers. Beginning : in ‘the mid fifties 
a the Foreign service officer category \ was expanded and is. Ss 

now at the 3500 level. With | this larger. ‘number of Foreign: x oe — 
2 Service officers, the rate.of separation, particul arly at eee 
oS the senior level, has not kept pace with the expansion. me. 
Approximately one year ago the Departnent announced | a. 
“s. néduetion in the number of years a Foreign Service gfficer 2 


- may: remain in class without promotion. before becoming subject” 


to selection-out. This FeCuct sony in time in-class regulations 


will result ina ‘substantial increase in the ‘number of 
“officers separated from the Service by: selection-out this Ga es 


year. | However, ‘other means must be devised to effect an 


OO ovis > age had 
sy SAS es Cea be . ae? 


| 
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’ Ge a . _S. . d “3 
ce Seana pashettmnmnntceraenetememneraateneters esate : 


aie 


additional munber of separations ams it. is believed | ‘that ae 
this can be accomplished ay the. provision of an incentive | ae 
aoe Foreign Service Personnel ‘to retire voluntarily, - The ae ras 
issuance of the President! s ; January 18, 1968 directive , 
: calling for a reduction of U. s. overseas personnel provides: 
San appropriate opportunity for the enactment of temporary 
oS legislation that will result in accelerated retirement. The m 
- accompanying bill would provide such an ‘Imeentive, . 
a If pueetes the | measure would permit an officer or ed 
eaplogads of the Service who is a ‘participant in the errs 
© Service Retirenent and Disability system, and who is “eligible 
oe retire voluntarily, to do so. any time after enactment and 
“before « a specified date and receive an n annuity. on the basis 
of. service credit projected beyond his date of retirement. . 
= "The measure is designed so. that no. venpett will ie 
ae any officer or employee who. dies : in ‘Service or who ee ae 
"because of disability, for age or ‘because’ of. selection-out. = 
co measure will benefit only those tho ‘could remain in ‘Service 
but, who choose to retire voluntarily before April 1, +1969. o 
7 The. bill also provides for. a reduction in the annuity | 
og each officer or “enployee benefited. thereunder by an amount. 
"equal to a retirement contribution of 6k percent of ‘the parti- 


© etpane's final salary 3 rate. ‘This + dedictton : fron annuity would - 


P temyes. ewes eo 9 ak Pece a AP 9g 


“ b. - 
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“be continued fox | the duration of the period of the. projected” 


: service. This amount would be matched and paid into the. 
“retirement fund by the Department ‘exactly as if the officer 
“or employee had ‘remained in the Service adapting the. period of 


the projected service. et 0 ea pte 5 
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“COST AND SAVINGS ESTIMATE) - 


ws, Salary Savings 
No. retiring under Estimated year... | "- Estimated salary © 
incentive plan be- as this group would; - ‘savings resulting ‘- 
- tween July 1, 1968 © “os * + xvetire without =... from early 
and Seek 4s CELE .; _ incentive Op ¢ 2 retirement 


no $0... -1969. 5 gS 0 
~100,...~. 1970 +.) -*, 2,200,000 
le JB. OTE ee 9,500,000 > 
| 50°.) 1972 .° =» ~~ 3,600,000. » 
Ce tices Sk POs oe OBE MTG TS re | 500,000 
B00 ie ee ee? 3 8008 Total.‘ $11,800,000 


“es 65% Retirement Contribution Cost — 
64% Dept. retirement ih 


-... eontribution for period 
'.. O£ projected service 


Paid during Fy 1969 °. .$245,000:. 
| Paid-during FY 1970.» _ 420,000 


"$665,000 - 


. Terminal Leave Cost 


“Additional Terminal leave == ..° - 
| payments accruing during 

: FY 1969 for poe pg, PRAT 
“(50 retiring in FY 1969. “ul. $2,250,000 9 | 
moe: included) ° ers ae CO MI a ee ee 


»~ Retirement Fund Gost ees ee 
(not an_S&E expense) oe Be ee hp a 
' Total cost to ratirenent ' i, ba See 


ora ls fund patd over lifetime (0 
Of retirees oale, cone et EO*, $6,000,000 | 


' 
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* pROJECTED-SERVICE RETIREMENT INCENTIVE oa 
Service Lapointe to efor7e for . those laersies by 3/31/69 


Caress. ; Ee ere debs a et. gle eusgen 
Minister -_FSO-L " -Fs0-2 Fso-3 ’ Fss-3 : 


Selaiy rate July 1 SS. $29,500 $28,000. $27,990. $26,850 $21,500 ‘$13,750 


Aus with service projected ORE a = Ba a OR a el Sen: ee Be ed! ey PUY 
», to 6/30/70 19,700 18,350 18,200. 13,900. 10,700, | 8,500 
iVecouities increase in’ annuity 
: _ with retirement on: 
“api j6s w/2h mos. "projected service. ; i 


“12/31/68 w/18 mos. 
"3/31/69 w/15, mos. : 


” 64% retirement contribution iia” Saket © Senha PE ee ORNS oe 
per year for projected period . oo. $4, - ,800 $1,800 - $ 1,750 
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= anend the ‘Foreign Service Act of 1946, as. amended, and - 


“for other purposes. 


a Be it enacted b the Senate dad House of Re resentatives, 
oe the United States of America in Con ress assembled, ee Ey 
“That the following | new heading, and section be added © fnnedtacely 


| following section 12 of. title xr ‘of the Foreign | service Act. 


= eee 1946, as amended: 


| RETIREMENT INCENTIVE. 


see, “113. (a) Any parttetpant who retires votuneartly 
ae under. ‘section 636 prior to April: 2; 1969 shall have his >. 


~ exeditable service increased by the period of time between . 


Oo the « date of his separation from the Service’ ‘and ‘June 30, 1970: 


Provided, ‘That his total service credit does not exceed 40. 


years: and Provided further, That the projected. service does | 
“not extend past ‘the date of his mandatory retirement pursuant 
go. section. 631. ‘or 632, or the date he. would complete ‘the maximum. 
parted during which he would be: permitted to remain: in ‘the 
Baa under regulations preseribed pursuant. to section 633. 
‘High-five. average. salary shall ‘be. ‘computed for such: sa =F 
‘participant as as” ‘te he. performed service at his final salary | 


zate: during the ‘bertod. of projected ‘serviga Seren 
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o iy “amounts ‘equivalent | to ‘retirement deductions, on 


oe percent of the final salary rate ‘of each former parttetpant * a 


~ who retired. and received a “benefit under subsection, (a). hereof“ 


sual be deducted from the annuity of each such: former" 
“ parttetpant. ‘such deductions shall be made ne annuities 


Ey aberutag, to. ‘the. former participant during the period of the 


Tpeslectbe carviesvecetiad: under subsection (a). ALL such ae 

deductions shall be matched by contributions to the. Foreign i eo 

Service Retirement and aca A Fund from ‘the appropriation | 
peed to. Pay the eocuee participant! s final salary. ‘Such ° 


Daath contributions shall be paid, on the first of each | SNe 


ont in the same manner as matching contributions paid in a 


“accordance + with section 811. oe 
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seunianation ‘and Justification of a ‘pill ceca ty ees 
‘to provide a retirement incentive to ~ TNE, hes ok ENE 
participants. in the Foreign Service” rt ee es 
- Retirement and Disability sys 


The Foreign Service Retirement and Disability System 
“was. dectened with. the objective of accelersteng retirement ° 
of more ‘senior officers in ‘the Service in order to bring 
men to the Sop: while still vigorous and receptive to new 
Cees. With a Foreign Service officer corps of 1500 men 
. provisions | ae selection-out and voluntary retirement at 
age 50 resulted in a satisfactory rate of separation of’ 3 © eae 
the more senior officers. Segtaning ¢ in the mid fifties | oe 
the E Foreign service officer category | was expanded and is_ ne 
now at the 3500 level. With . this larger: sanber of Foreign 
"service officers, the rate.of separation, ‘particularly at ” 


ais the senior level, has not kept pace with the ‘expansion. 


Approximately one year ago the Department announced a ee : : 

“~, réduetion in the number of years a Foreign Service officer : : 

- may remain in class without promotion before becoming subject ae : 
to selection-out. This reduction in time- ~in-class regulations | 
—, WELL result in a ‘substantial increase in the ‘number Of a 


offers sever ete’ from the Service by selection-out this ‘ 


year. However, other means” must be devised to effect. an. 


x 


Annrovond Or ralaaca alais ( A: A-RDP&84-00 80RO00 ANOO 0038-5 


® 
ry 


Approved For Release 2006/10/14 : CIA-RDP84-00780R002400020038-5 


* 


© additional number of separations cane it. is believed ‘that: : 


this can be accomplished by. the, provision of an incentive 


"2 to Foreign Service personnel to retire voluntarily. ‘The cee 
“"Gesuance of the President" s January 18, 1968 directive | 
“galling & for a reduction of U. s. overseas ‘Personnel provides co 
an appropriate opportunity ‘for the enactment of temporary 
“i. Legtelation that wi result in. accelerated retirement. The eae 
“accompanying bill would provide such | an ‘Incentive. . ae 
7 ae If enacted the measure would permit: an officer or 
eniae. of the Service who is a ‘participant in the Foreign . 
“Service Retirenent and Disability Systen, and who is ‘eligible oe 
ae to ‘vetire voluntarily, to do so any time after « enactment and i. = 
“before a specified date and receive an canniaity, on the basis | 


igh Ge Petes Aide 
OE. service credit projected beyond his date of retirement. ere to 
The measure is designed sq. shat no. benefit will pect 8) 


ee any. officer or enployee who. 4 ates tn’ Service” or who vetires: oe 
pecause of disability, for age or _pesause’ of. selection-out. ; 
“ne measure with benefit only those who could remain in eee 

| ut who choose to retire voluntarily before April A; -1969.: ee 


<u rae The bill also provides for. a eduction in the annuity 


sy 9f, fash officer or ‘enployee benefited. shereunder by an amount: 


att 


_zestyene t 


rn 


197, ¢ of 6 percent of ‘he ‘parti- : 


Ee, 


spn fina estar rate. Tite ¢ deduction HRC eBtty would 


~ . : : 
s : vo wae, 


ae 2 ‘ 
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‘be continued for the duration oe the pevios of . the. projected’ 


oS pervice. “This amount would ‘be. matched and paid into the. 
_ pbebremant, fund by the Department ‘exactly as if the officer 
or employee had remained in the ‘Service during the period of 


the projected service, See 
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COST AND SAVINGS ESTIMATE ete eee 


; oh. Salary Savings 

No. retiring under > 7 Estimated year Pe Estimated salary 
_ incentive plan be- fll <>)" this group would: _* savings resulting .. 

- tween July 1, eae oo. > xetire without ee. _ from early 

and April 1, 1969 “. .; + incentive _» i retirement 


_Number.... FY 


PE APSO 2091969, fe oO 
--100.,.-. 1970. = » 7+ . 2,200,000 
“950 .% 1971-2. s 3,500,000 -: 
| 50 °:: 1972 ..” + . 3,600,000. 
egg 1978 2,500,000 
0 ke ee ee Total.’ $11,800,000 


Re Ca 3 65% Retirement Contribution Cost 
64% Dept. retirement  —__ 


~ \ contribution for period 
.. Of projected service 


‘paid during FY 1969 $245,000 ae went 
bata a. FY eee ~ 7. 420,000 


ce 
:". Germinal Leave Cost | : 
“Additional Terminal leave 
‘payments accruing during aot Coes . od 
: FY 1969 for 250 retirees 008000 00 eis pep 
» (50° retiring in FY 1969. lao 82,290,000. 7 ne ia 
not: ine luded) us raat ae 


Retirement Fund. Cost: = 
“ (not an S&E expense) ‘i 


aaa &, cost to ‘retirement: 
fund, paid over Titecine, 
” of retirees « - 


“annuity with service projected’ 
me! to B O15 0110 


we Pet cedtase tecvenee in’ annuity 
“with retirement ¢ on: - 7: 


‘T1686 y/2h mos, ‘projected service. a ; 


“12/31/68 w/18 mos, 
"3/31/69 w/15, mos. ° 


" 682 retirement contribution sigs 
per. year for projected period - 


oy Career 
Minister 


"$28,000 . 


18,350 


FSO-1_ 
"$27,990, 


7 ‘ 13, 300 


| _FS0-2 


$26,850 


“$1,750 


Fs0-3 


$21,500 


10,700 . 


. FSS-3 - 
$13,750 $9, 


8,500 5, 


